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REAL ESTATE IN MID-1954
This year construction has expanded to a
new record level and real estate markets
have been quite active. Prices of building
materials have changed little, while wage
rates in the building trades have risen slightly
further. Construction costs have been stable
or, in some lines, have declined as compet-
itive pressures have increased and efficiency
has improved. Sales of both new and old
houses have remained numerous at stable
or slightly lower prices, the advance in rents
has slowed down, and vacancies in some
areas have increased slightly.
Saving has continued in large volume this
year and monetary and credit policy has con-
tributed to easier conditions in money mar-
kets. Partly as a result, funds for construc-
tion and mortgage loans, after a short period
of tightness last year, have been generally
available on terms attractive to borrowers.
Modifications in housing legislation now un-
der consideration in Congress would permit
further liberalization of terms.
Mortgage lending on small residential
properties, after declining somewhat more
than seasonally in the second half of 1953,
has risen sharply from the very high year-
end level, as can be seen from the chart. Re-
payments on outstanding loans have con-
tinued the steady rise of recent years, and
in the first few months of 1954 the growth













NOTE.—Data represent mortgage recordings of $20,000 or less
on nonfarm properties and are from the Home Loan Bank
Board. Adjustment for seasonal variation is by Federal Reserve
and is based on 3-month moving averages of unadjusted data
centered at the middle month. Latest figures shown for unad-
justed series are for April; for adjusted, March.
CONSTRUCTION OUTLAYS
Outlays for new construction have set a
new record this spring, and in May were at
a seasonally adjusted annual rate of close to
37 billion dollars. The rise, amounting to
3 per cent since last spring and 5 per cent
since autumn, has reflected different move-
ments in private business, private residential,
and public construction, which are shown in
the chart on page 564. While the behavior
of these major types will probably continue
to differ, the high and rising volume of con-
struction contracts awarded and of work
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planned and started in recent months sug-
gests that total construction activity will re-
main large in the immediate future.
Public construction. An important part of
the movement in total construction outlays
during the past year is attributable to changes
in publicly financed construction. Outlays
by State and local governments have been in-
creased more than Federal spending for
public housing, military and other defense
installations, and conservation work has been
reduced. As a result, total public expendi-
tures, seasonally adjusted, have risen since
autumn after declining moderately last
spring and summer. Outlays in May were
slightly larger than a year earlier, and in the
first five months of 1954 were about as large
as in the corresponding period of last year.
Construction of military facilities has de-
clined almost steadily from the peak reached
early in 1953, and has been more than one-
third smaller this year than a year ago.
Public housing construction has declined sub-
stantially since last summer as the maximum
number of units authorized for the year end-
ing in June 1954 was reduced to 20,000 from
35,000 in the preceding year.
State and local expenditures so far this year
for highways, schools, and sewer and water
works have been considerably larger than in
the corresponding 1953 period. The large
and rapidly increasing population of school
age, the rising number of motor vehicles in
use, and the extensive private building in
previously undeveloped areas indicate that
the need for State and local construction will
continue large for some time.
Private nonresidential. Private nonresi-
dential building rose markedly in the first
half of 1953 and, after showing little change
in the second half, has increased further this
year to a new record level. Construction for
business purposes, shown in the chart, ac-
counted for most of the change in 1953. In
the first five months of 1954 outlays for busi-
ness construction were relatively stable, as
were those for farm construction, but other
private nonresidential building—principally
work on private schools and colleges,































NOTE.—Joint estimates of Departments of Commerce and La-
bor, adjusted for seasonal variation by Department of Com-
merce, except private business, which is adjusted by Federal
Reserve. Components shown do not add to total construction,
which includes miscellaneous types such as farm, religious, and
recreational. Private business includes commercial, industrial, and
public utility construction. Latest figures shown are for May.
The high-level stability of private business
construction in recent months, some 6 per
cent higher than a year earlier, has reflected
a general leveling off in all major types of
such construction. Commercial has been
two-fifths higher than last year, industrial
an eighth lower, and public utility about the
same. The rapid rise during 1953 in com-
mercial construction, including retail stores,
warehouses, and office buildings, followed
removal of emergency building limitations
and credit restrictions in force during most
of the two preceding years. Judging from
the recent level of contract awards, such con-
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struction in the immediate future is likely to
remain close to the record volume of recent
months.
Construction of industrial plant, in con-
trast to commercial building, was encouraged
after Korea. It remained high in 1952 and
the first half of 1953, then declined steadily
until the end of the year. Since then it has
shown little change. The expectation of
concerns in most manufacturing industries
that they will spend somewhat less this year
than last for plant and equipment, together
with the recent volume of contract awards,
suggests that industrial building may remain
close to the current reduced level for some
months.
Public utilities, whose capital outlays have
increased substantially each year since the
war, are continuing to expand at about the
same rate as in 1953. For some time expend-
itures for public utility facilities have ex-
ceeded the combined outlays for commercial
and industrial construction. The bulk of
public utility expenditures has been to pro-
vide electric power, gas, and telephones, and
demand for such services is apparently still
strong. Construction expenditures by other
public utilities (including railroads and local
transit companies), which are relatively
small, are markedly lower than a year ago.
Private residential. Unlike private business
construction, which was strong throughout
all of 1953, private residential work, season-
ally adjusted, declined somewhat after the
spring. Since midwinter, such construction
has risen almost 9 per cent to exceed the
advanced level of a year ago.
In the first five months of 1954, 447,000
private dwelling units were started, com-
pared with 451,000 in the corresponding
months of 1953 and a record 553,000 in the
same period of 1950. The proportion of
private units started with Federally aided















































































NOTE.—Data are from the Bureau of Labor Statistics, Federal
Housing Administration, and Veterans Administration. Federally
underwritten units are those started under commitments of
FHA or VA to insure or guarantee the mortgages.
financing, which declined fairly steadily
after 1950, has been somewhat larger this
year, as can be seen from the table, reflecting
a sharp increase in units started under mort-
guarantee commitments of the Vet-
60
REQUESTS FOR FEDERALLY AIDED FINANCING
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NOTE.—Data represent the number of new 1- to 4-family units
included in requests to VA and in applications to FHA for mort-
gage guarantee and insurance, as reported by these agencies.
Latest figures shown are for May.
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erans Administration. In recent months the
exceptional rise in appraisal requests to the
VA, together with the more moderate in-
crease in loan applications to the Federal
Housing Administration, shown in the chart
on the preceding page, suggests that the rela-
tive importance of new units started with
Federally aided financing may continue to
increase for some months.
RESIDENTIAL SALES AND FINANCING
For almost three years markets for resi-
dential real estate have been characterized
generally by high levels of activity and little
change in prices. At times during this pe-
riod, sales have slowed down and prices
have appeared to weaken, especially for
older properties. For the most part, how-
ever, demands for additional housing space
have continued large as population has con-
tinued to increase rapidly and to change resi-
dence frequently, as families have increased
in number and size, and as incomes have re-
mained high. Further information on some
of these developments is available in the find-
ings of the Survey of Consumer Finances
reported in the article on pages 570 to 586
of this BULLETIN.
An important element of change in the
current market for houses stems from the
fact that consumers generally are much bet-
ter housed than in earlier postwar years.
Consequently, purchasers now are more se-
lective and both new and old houses fre-
quently take longer to sell than formerly.
Builders and contractors, competing more
vigorously, are devoting more attention to
design, location, extras, quality, and price.
These efforts, together with renewed avail-
ability of financing, have been important
elements sustaining new house sales.
About one million new private 1- and
2-family houses were completed and sold in
1953, or slightly more than in 1952. In the
first five months of this year sales of new
houses continued numerous, and purchases
of existing houses remained close to earlier
record levels.
The steady trend toward home ownership,
which has been in process for several years,
has influenced the market for rental housing.
Vacancies in rental units have apparently
increased in recent months, although they
are still relatively low, and rents, which rose
5 per cent in 1953, have been practically un-
changed this year. Building of apartment-
type structures, which declined sharply after
1950, has continued small.
Mortgage lending. The sustained high
level of activity in the market for both new
and old houses has been accompanied by
record demands for credit by builders and
purchasers. In the summer of 1953 these
demands exceeded the large supply of funds
available at interest rates and other terms
then prevailing. Despite the difficulty in ob-
taining credit experienced for a time by some
borrowers, the 19.7 billion dollars of new
mortgage credit extended during 1953,
shown in the table, was substantially more
than in any other year. About 6.6 billion
dollars of this was borrowed in connection
MORTGAGE LENDING ON 1- TO 4-FAMILY NONFARM HOUSES



























































NOTE.—Annual figures on new loans made, which represent
nonfarm mortgage recordings of $20,000 or less, and on outstand-
ings are from Home Loan Bank Board. Apparent retirements
are derived from these figures. All first quarter figures are Federal
Reserve estimates.
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with the purchase of new houses and 9.2
billion for the purchase of old houses, both
record amounts. The remaining 3.9 billion
was for a variety of purposes, including
refinancing, repairs, and financing expend-
itures not directly associated with the prop-
erties.
About half of all mortgage credit used to
finance the purchase of new houses during
1953 was Federally underwritten. This was
a larger proportion than in 1952 but sub-
stantially smaller than in 1950 and 1951.
Federally underwritten credit is of much
less importance in the market for old houses
than for new, accounting in recent years for
one-fifth to one-fourth of total lending on
old houses. As capital markets have eased
and yields on other investments have de-
clined in recent months, lenders have found
FHA and VA mortgages increasingly attrac-
tive and have made funds readily available
for advance commitments as well as for com-
pleted mortgages.
In the first four months of 1954, 6.4 bil-
lion dollars of mortgage credit was extended,
4 per cent more than in the corresponding
months a year earlier. The average size of
new mortgage in early 1954 continued the
upward trend of recent years, reflecting
larger loans relative to value of properties
and some tendency toward purchase of more
expensive houses. Both Federally underwrit-
ten and conventional loans, whether on new
or on old houses, have increased in size.
Rising prices for real estate, an important
element in the increase in loan size before
1952, have not been an appreciable factor
recently.
REAL ESTATE MORTGAGE DEBT
Reflecting the record volume of postwar
mortgage financing, debt secured by 1- to 4-
family nonfarm houses has risen markedly
each year since 1945. This has occurred
notwithstanding large and increasing debt
repayments each year, including payments
in full (largely in connection with sales
of existing houses), partial prepayments, and
regular amortization. Debt on such prop-
erties, which has more than tripled since
1945, has risen much more than all other
kinds of mortgage debt, as shown in the
chart. Currently, debt on 1- to 4-family
houses accounts for two-thirds of the total
mortgage debt outstanding, as compared with
one-half at the end of the war.
REAL ESTATE MORTGAGE DEBT
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NOTE.—Data are from Home Loan Bank Board, Department
of Commerce, Department of Agriculture, and Federal Reserve.
Latest figures shown are Federal Reserve estimates for Mar.
31, 1954.
About half of all owner-occupied nonfarm
houses in the United States are mortgaged.
On many of those purchased in recent years
the mortgages are quite large, partly be-
cause of the high prices at which purchases
were made and partly because of the high
ratios of loan to value that have been avail-
able.
In the first quarter of 1954 home mortgage
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debt rose about 1.5 billion dollars or slightly
less than in the corresponding quarter of
1953, as can be seen from the table on page
566. The smaller growth in outstandings
resulted from a larger increase in repayments
than in new loans. The increase in Federally
underwritten debt relative to conventional
mortgage debt has been smaller this year
than in corresponding periods of the two pre-
ceding years, and the proportion of total
home mortgage debt that is Federally under-
written has declined slightly. The Federal
Government is now contingently liable for
about 42 per cent of all home mortgage debt,
not far from double the proportion at the
end of the war.
Institutional mortgage portfolios. Partici-
pation by major types of lenders in the resi-
dential mortgage market, shown in the table,
has been influenced in recent years by changes
in capital markets generally and in monetary
and debt management policies. Rising in-
terest rates during the period from early 1951
to mid-1953 made home mortgages, par-
CHANGES IN RESIDENTIAL MORTGAGE DEBT HELD BY SELECTED
TYPES OF FINANCIAL INSTITUTIONS
































































































NOTE.—Data are from Home Loan Bank Board, Federal
Deposit Insurance Corporation, Federal National Mortgage Asso-
ciation, and Federal Reserve. Data for savings and loan associa-
tions represent loans on 1- to 4-family nonfarm houses, which
include more than 95 per cent of their residential loan holdings.
All first quarter figures are Federal Reserve estimates except those
for sayings and loan associations and Federal National Mortgage
Association, which are from Home Loan Bank Board and Federal
National Mortgage Association, respectively.
ticularly Federally underwritten mortgages
whose rates were fixed, less attractive to in-
vestors than other types of securities. The
higher rates established for FHA and VA
mortgages in early May 1953 and the easing
in money conditions and decline in yields on
other investments have encouraged larger in-
stitutional investments in these mortgages
since late 1953.
Commercial banks and life insurance com-
panies ordinarily invest a large portion of
their funds in assets other than mortgages;
since 1950 and 1951, respectively, additions
to their mortgage portfolios have been sub-
stantially less than in those years. In recent
months, however, life insurance companies
have become more active in the market for
Federally underwritten loans, and have in-
creased their acquisitions of VA-guaranteed
mortgages sharply. At commercial banks,
where total loans have been declining this
year, mortgage holdings have increased mod-
erately.
Savings and loan associations, which in-
vest their funds largely in conventional mort-
gages, expanded their mortgage portfolios
as much in the first quarter of this year as
a year earlier. The growth in mortgage
holdings of these associations in recent years
has been considerably larger than that of
other lenders. In 1953 and early 1954 the
expansion in their portfolios amounted to
almost half the increase in all private insti-
tutional holdings compared with two-fifths
in 1952 and about one-fourth in the two pre-
ceding years.
Mutual savings banks also invest most of
their funds in mortgages but, unlike savings
and loan associations, they invest heavily in
Government-underwritten mortgages. As
mortgage markets eased during the latter
part of 1953, these banks increased their port-
folios substantially more than in the pre-
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ceding year. As credit has eased further in
1954, mutual savings banks have continued
to expand their holdings and during the first
quarter added more to their home mortgage
portfolios than in the corresponding quarter
of most postwar years.
Federal National Mortgage Association.
In view of the improved market for home
mortgages the Federal National Mortgage
Association on February 1, 1954, announced
an increase in the sale price of its holdings of
VA-guaranteed 4 per cent mortgages from
96 to 98 per cent of par, and of its FHA-
insured 4% per cent mortgages from 97%
to 99%. The Association continued prices
for all 4
1>4 per cent mortgages at par.
Sales of mortgages by FNMA increased
sharply in March and rose further in April
to reach a postwar record of 108 million dol-
lars. A sharp decline in May, to the smallest
volume since last August, reflected the fact
that FNMA had practically completed the
sale of 500 million dollars of mortgages au-
thorized under the "one-for-one" program.
Under this program FNMA contracted to
buy from the purchasers of its mortgages an
equal amount of eligible mortgages at a
later time.
Almost from the beginning of the one-for-
one program last summer, the Association
sold more mortgages than it purchased, with
the result that its mortgage holdings de-
clined steadily from 2.5 billion dollars on
August 31, 1953, to 2.3 billion on May 31,
1954. Obligations to buy mortgages under
one-for-one contracts amounted to 424 mil-
lion dollars at the end of May.
PENDING LEGISLATION
The proposed Housing Act of 1954 would
make appreciable changes in the statutes un-
der which the major Federal housing and
real estate programs are carried on. The
bills passed by the House and Senate differ
substantially in their treatment of public
housing, the Federal National Mortgage As-
sociation, and home modernization loans
insured by the Federal Housing Administra-
tion. On June 21 these bills were under
consideration by a conference committee.
The bills are broadly similar in that they
would consolidate many different provisions
governing terms available for financing new
houses with FHA insurance and in many
cases permit larger loans and longer matu-
rities for both new and old houses. They
would also permit somewhat larger insured
loans on rental and cooperative properties;
make mortgage insurance available for re-
habilitation of existing dwellings and con-
struction of new units in urban renewal
areas; and make particularly easy terms
available to families displaced because of
urban renewal and other public improve-
ment programs.
The bills also agree on a number of proce-
dural and technical changes in the operations
of the Federal Home Loan Bank System and
the Federal Savings and Loan Insurance
Corporation. They would increase the max-
imum home mortgage loan that a Federal
savings and loan association may make from
$20,000 to $35,000, and the maximum un-
secured property improvement loan from
$1,500 to $2,500.
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